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We are hers to talk today primarily sbout growth and the
redsons for Boviet growth, It was well put by Dr. Herbert Stein, who
paid the Russians did not have any psrticular secret. It is obvious to
them, s8 it is to us, that if you put ia the investment -- you get the
growth, Vory simply, they sre iavesilng now at the rate of spproximately
80 per cent of their gross nstionsl product; #nd that is rising, sccording
to their schedule under their seven-year plan to close to 35 per cent.

I do not know what our own figures are now, but they are in
the order of 17 to 30 per cent, depending on what year or group of yesrs
you takae.

13 the success of their drive to overtake and surpsss the United
States’ production Soviet lesders are cosvinced that they hold the key to
the final victory of Communism, Despite what we hesr in some of the
spesches that sre made to keep up the sorals of their trocps, so to speak,
e s b Praleonatts shernats Ao yal - :
Ewse of 'the people in responsible positions in goveranment betieve that

they currently plsn, or are likely in the foreseeable future to plan, world

congueit by militery means,
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¥bat they think they sre going to do is just to beat us down
the pike of industrisl production. In son-ideological terms their
fvndamental belief is that the mmnaging of the kind of society that any
industrislly sdvanced nation has in the late BOth Cemtury is just too
cemplichted and requires too much solentific management to be run from
the bottom up, It just can't, in their opinion, be run from the ballot
box and super-sarket basket. |

At present the Soviet Union is opersting under & seven-year plan
shich Bivepriunts industrial development through 1968, It would sppear
_not oaly that these goals which they have set are going to be met but -
‘so¢ording to thbe figures they have put out,Sadour own best asalysis.
‘#2-$he eitustion -- they 87e now shesd of the game. They have receatly
supsunced they sre goiag to complete the ssven-yesr plan in six,

t én not necessdrily subscribe to that particulsr statement yet,

dstr hasn qee € o

but it @majmt they are shead, At tho sawe tize $e agree with the D f.rans
obsorvations [hede shis-noming/that the Soviets bave not met with complete
success in thair search for investment efficiency. There is very resl
doubt, for exmmple, whether the Soviet Union has beon putting into plsce
aw sueh ifadustrisl capacity as would ;% if the same amount of
investsent offort had been made m spent in the United States .&

gLﬂwwm&,ium f Hein . “»?Mu L, Hawan aws L
ﬁ#«.ﬁav ﬂm*iu“twmm #, of course, in
iu:mﬂﬂ« Fhiw o Ha (..u,L
ware-wars-and thely incentives went largely

for physical dulk of production in pursuing the bonus sy:tam.f,&

e g afu?é’*i
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1 it-alee-is m?wat the terrific strides toward sutenony on
the part of plmnt Wrsqim away fram the inefficiencies that
result when their supply chain breaks down. |

More than half of their metsl-cutting machinery not on direct
production lines exists in the repair shops and a3 standby units in sll
kinds of industrisl plsats. If & fellow runs short of hexsgonal three-
eighthe-inch screvs he just goes to the machinist snd has one made.
Kothing could he more inefficient than that, That is one of the things
they pey for.

At the ssme time they are, #s I say, very much aware of this
inefficiency and related ones, aud sre making very definite steps to
cosrect it,

For sxmaple, the bonus arrangement is now nuch more based,
if pot entirely, on achieving production cost reductions rather than
on pure quantity productima.

Besondly, individual enterprises have been relieved of all
sxperimontal costs which now are paid for by & centralized fund, And
this is belisved Doth to stimulete snd to reduce the cost of new
squipnent, Especially lerge bmau‘mnk axe now available to all plent
pergonnul directly concerned with the crestion and introduction of onew
technology. Some aspersion was cast on this this morning, but we D tiore aplimed £y
believe that this i»s by snd large s good tool of the incentive method
keosuse not only does the person get & bonus for introducing the ¢l_?age
in his own plant, but a centrel body computes the savings that will cone
throughcut the economy by the adoption of his particulsr new technigue,

and he gets rewarded sccordingly,
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muy, this year the aﬁmt:sl ngm;gt_n has assigned to the
tu‘u C‘nmitt« tar Autmntian md mchim mmdmg the task of cuttim,
in nit;r to amty niwtﬁ plmﬁu, wael amormuntnl super-showplaces,
which ere ngned to h both & sinecure m to set the pRce..

1 mm 11% to close with & few thoughts about thﬁ ‘long haul,
tm ylm' biyam 1985, As ;'Mprulmt for cnriy fulfillment of the seven -
yoar plan Tor &?@’&& the USSR has shortened the time ostmontaiiy it
hnm necesshry to overtake us in the industrisl race. Just lsst
mouth the Teass snnounced that the USSR will surpass the United States i
cwﬁzl"‘ xmmﬂn pnﬁuctiun by ;m—gs, uhemn thc previous target was
1970, This semi-absurd prediction is based on assunptions only partly true
ni Mmsl_y false; assely, the Soviet Industrisl output is now 60 per

cent of that ux thc ﬂnitoﬁ Btates. This computation does not take sdequate

Tt vroetd s e cptmned,

mwm of the duu‘bh consumer goods and other items,. snd-wo-would .
4@ emﬁw 9‘@ hu m said hy others this mming? Bt nenrly 40 per
amt@ rrently oi ours,

m rete nt zmvth thuy project for thmm.wu, and vhatever
}" rtgrlarte | él.f,ybw \‘"‘\JJ’ A-éuw ..
m t} '~ Jomp aﬂ fm, is 11 per cent. Ne have worked this over and,

7y - Ly cwi&lsﬂw omnd, P{W (i
A-do A Wic couwiltnn’t with our own Federal

Reserve Board Inéu of Inﬁustrul mduetion, we-have concluded thet 8.5
toﬁmremtwmiﬁ%cmnmmm —

As far &s our own growth retes are concerned, &n ave;-of
mm maﬁmﬁ!&fs Business, ju all depends on what yesrs you
select to dttamine the basic siope. Ths Hussisns for their own convenience,

but with & certsin smount of logic, have :Ql,nteﬁ_ the seven years from 1983
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to 1959 inclusive and have given us & 2.4 per cent per sonum growth rate,
12 we warr#::t tlw d;ltu on the first point, and 1? we uvso our own best

IA Judwmt ot the tcwutt‘ mtan ﬂtc. ny, 8 per emt, and th-n assumo
thtt ﬂm U.B, wixl continuc at tho '53 ta'w ufn, then tha lines would
amn m 18?3

N m mn is ma@suting by perhaps s decade its prospects in
:m oemic rmzc with the United Btates. But this flct uhmxm not blind
su tn tha ﬁmly ha!.d :sith of the pusant Ic&darship in their ability
to achieve nanma mpmmy m m&z ta them 1;, of courn, & very short
hutarm period m{’ tm.f |

mw no ahvtou: pcnibuit:in, 1 should mt:ton, for tlm
ﬂm of the erint smwth ﬁta, All through thn 1&50’: tk.pt!.ei have
M Iaeking tnr such ﬁawlomt: in vain., In vim of the political
pawr a:t their luaermip sud the Micutian to invest in the incentive
mm, it wu&d in ny apinian bu upmaont 1a the atmc to anticipate
m;r mﬂoriﬂl c!acnae 1:; the gmﬁh rﬂ:o 8 n inhnmt pm of the increas-
mg tim az tha:tr ceemmy,

B 73 hy suy ressonable stendard the USSR will bave reached by the
ia’m'n ' n;tuva wamy,(w t-hm with I !. Bostow snd others
mmz they un gut this to wark ior tmu aﬁnmarn, ‘whether they will
put it intu nilitlty bﬂildup end mmturim, or mﬂur thqy will sa out
an mn a8 m&uivn mah ot s:.d to undordwﬂoprd ;:mtries aa the world
Bas never secn. That is ive posatbility, *~F ki

_ . mémﬁ?

smtaﬁ ﬂ»ﬂ'ﬂhﬁ.«i{&k "E"'e" & g ;,f;k,ﬁt,

Mﬁ is M%&iﬂg that: mm AR - mm:t*

mv‘ & Jour or five b biilion 11! thw eut lJ. dﬂv
) rdeveloped world),
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order /p/ﬂa gﬂl:un yur for. the mort of the &iad of chesp
; rge ‘!a}bcrzh um}ims al ere at!wr

ut}. m pm-n' it _ o
Tae mrtuﬂ: thing, 1’& seens to M,Eﬁ;ﬂt you h@ to recogaise
o Hu Charas "M«l Wsdes o

is tm we can Mvu in thit cm:ntry some elfect maybe-on-thelr-drive., If
by ltnm:ins np our growth a bit e cln pastpoun the point of crossing of
these lines S.nto tha Iute '305 or mbe tho tum of the cmtury, then
myht the fev pnph, und thaﬂ are some nnpactahlc people in Moscow, :
mxm mr mn now rﬁt!ur thm imring' cvorything w® into the investment
Mkﬂ %11 hn hesrd, M 80 tha race depends just &3 much on vhat goes
en in New Yok, Pittsburgh and Washington %6 it does on what goes o in

Nascow,
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